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COMMODITY FUTURES TRADING COMMISSION
Legislation that would extend the Commission through fiscal year 1984 has
been approved by the Senate. The bill (S.2931) would suspend all options
trading, thus providing Congressional backing to the CFTC ban on options.
Other highlights of the Senate-passed bill include an authorization
permitting futures commission merchants to commingle customers’
segregated funds for different types of transactions, authorization
for increased CFTC investigations, increased criminal penalties,
including making it a felony to violate certain provisions of the
Commodity Exchange Act, and enabling the CFTC to create a self-regulatory
organization of commodity traders, with a mandatory membership require
ment. The House is expected to consider a similar reauthorization bill
before current CFTC authorization expires at the end of September.
FEDERAL RESERVE BOARD
Legislation that would limit "insider" borrowing, protect the confidentiality
of bank customers' records, and provide Federal bank regulators with
broad new powers to prevent and control banking abuses was approved
last week by the House Banking Committee. The Financial Institutions
Regulatory Act (originally entitled the Safe Banking Act) would prohibit
overdrafts by bank insiders, facilitate the removal of bank officials
who jeopardize the safety and soundness of the bank, prohibit interlocking
directorates, bar bank holding companies which control 70% of bank assets
from engaging in property and casualty insurance business, and provide
bank regulators with increased investigatory powers, the right to levy
civil fines for violations, and the right to block proposed change in
control of a bank that could endanger the bank's safety.
A change in the provisions of Regulation Y, concerning publication of notice
by bank holding companies of their intention to commence nonbank activities,
has been proposed by the Board. Under the proposal, notice of a bank
holding company's intention to acquire a nonbank company or commence non
bank activities would be published in the Federal Register rather than in
local newspapers. The proposal would also shorten slightly the period for
public comment on nonbank applications. The Board stated that several
years' experience with the present requirement for publication in local
newspapers indicates that these notices may impose a burden on bank holding
companies without effectively achieving their intended purpose. Comments on
the proposal are requested by 7/31/78.
FEDERAL TRADE COMMISSION
A decision to uphold the Commission's controversial line of business reporting
requirements was handed down by the U.S. Court of Appeals last week. Under
the decision, the reports must be filed with the FTC by 8/9/78. The
business community had challenged the Commission's authority to require
such reports without formal rulemaking.
In addition, they labelled such
reports burdensome and costly, and charged that the FTC would not keep the
material confidential.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Interim final rules for grants for training health personnel were published in
the 7/11/78 Fed. Reg., pp.29783-87. The rules include a provision calling
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for an annual financial audit of grantee books, accounts, financial records,
and files to be conducted by an independent CPA in accordance with GAAS.
Comments on these regulations will be accepted until 9/11/78.
POSTAL SERVICE
Postal regulations dealing with rules on wrapper information and indentification
statements furnished by publishers of second class and controlled circulation
appeared in the 7/12/78 Fed. Reg., pp.29943045. These rules will be
effective on 8/11/78.
RENEGOTIATION BOARD
The current filing date for contractors was extended from 7/15 to 8/21/78 last
week. Board Chairman Goodwin Chase had originally announced that an
extension would be provided until 10/15/78 but apparently the Board
reconsidered in light of the increasing certainty that it will expire next
March.
In a related development, the IRS has provided contractors subject to
the Vinson-Trammell Act with an extension from 7/15/78 to 1/15/79 for those
with tax years ending before 4/30/78 (see IR-2014, 7/6/78).
SECURITIES AND EXCHANGE COMMISSION
Companies that file financial information with the Federal Trade Commission
do not violate the federal securities laws according to the SEC. In a
letter to the ETC released by the SEC, the Associate General Counsel of
the SEC states that companies that file financial data with the FTC
before the public release of similar information an the Forms 10-Q
filed with the SEC do not violate prohibitions on the improper use of
inside information under the federal securities laws.
(Rel. 33-5944).
The ETC compiles quarterly financial reports to aggregate statistics
on financial results and position of U.S. corporations. Based an an
extensive sample survey, the reports present for each calendar quarter
estimated statements of income and retained earnings, balance sheets,
and related financial and operating ratios for all manufacturing cor
porations and for mining and trade corporations.
Final rules amending the disclosure of beneficial ownership have been issued by
the SEC (Rel. 34-14910). They appear in the 7/11/78 Fed. Reg., pp. 2976769. These amendments relate to the application of the beneficial owner
ship rules to a parent holding company and certain of its subsidiaries and
to the beneficial ownership of pledged securities, including securities
pledged to a broker-dealer in connection with margin account transactions.
This action was taken by the Commission as a result of certain interpretative
questions concerning the rules on beneficial ownership that became effective
on 5/30/78.
SMALL BUSINESS ADMINISTRATION
"Plan Your Advertising Budget" is the title of a new publication which describes
various methods for establishing an advertising budget and applying budget
amounts to get the desired effects. The pamphlet discusses how much
advertising should cost, how to control the expense, and how to divide the
expense among departments, lines or services. Copies of the pamphlet
(Small Marketers Aid 164) are available free from SBA field offices.
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TREASURY, DEPARTMENT OF
A new Internal Revenue Manual Supplement on corporate "slush funds" has been
issued by the IRS (MS 426-380). The manual supplement will provide
guidelines for IRS audits to determine if "slush funds" questions used
in the coordinated examination program should be asked in subsequent
audits after their mandatory first application for certain corporations.
The guidelines list 12 factors to consider in determining whether to
ask the five "slush fund" questions. Among the factors listed include
whether the corporation has made improper payments in the past, whether
competitors are involved in "slush fund" activity, and whether the
corporator’s internal auditors have verified the use of improper pay
ments or the establishment of "slush funds".
Proposed regulations on real estate investment trusts (REITs) and various
estate tax elections under the Tax Reform Act of 1976 have been issued
by the IRS. The proposed rules on REITs appeared in the 7/7/78 F ed . Reg.,
pp. 29317-39 and the rules on estate tax elections were published in the
7/13/78 Fed. Reg., pp.30070-74.
The REIT rules note several changes made by TRA’76. Among significant
changes discussed are methods to receive deficiency dividends, source of
income requirements, rules on property held for sale to consumers, changes
related to qualified income, distribution requirements, disqualification,
excise and alternative tax and net operating loss. Written comments and
a request for a hearing on these rules are due by 9/5/78. For more
information, contact Charles M. Whedbee at 202/566-3487.
The proposal on estate tax elections under TRA' 76 affect elections made
to the value of certain real property according to its actual use, deferral
of the time for payment of the estate tax under Code Section 6106, or the
grant of a lien on property as security for deferred payments Of estate
tax. Comments on these proposed rules and a request for a hearing are due
by 9/14/78. For more information contact H. B. Hartley at 202/566-6624.
Preliminary statistics on 1976 individual income tax returns have been released
by the IRS. The statistics are in Publication 198, "Preliminary Report
Statistics of Income - 1976, Individual Income Tax Returns," which summarizes
data based on a sample drawn from 84 million returns filed for 1976. The
report highlights sources of income and classifies taxable income,
exemptions and income tax by adjusted gross income size. There is also data
tax provisions introduced under T RA’76 including the child care credit,
the general tax credit and the increased minimum tax. The report may be
purchased for $1.40 from the GPO (Stock No. 048-004-01496-31) .
Two final IRS regulations on employee retirement benefit plans have been published
in the Federal Register. Regulations on filing annual returns (Form 5500) for
years beginning after 9/2/74 appeared in the 7/7/78 F ed. Reg., pp. 29291-93.
The rules require that funded deferred compensation plans, whether qualified
or not, including governmental and church plans, file annual reports with
the IRS. The rules do provide the Commissioner with discretion to relieve
an employer or plan administrator from reporting information regardless of
whether the information is reported on other forms to the IRS. Final rules
defining multi-employer pension plans appeared in the 7/12/78 Fed. Reg.,
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pp.29939-42. The rules, which have been pending since 9/75, cover
such issues as the number of contributing employers, one or more
collective barga
ining agreements and the amount of contributions and
benefits.
SPECIAL:

CHAIRMAN MOSS ANNOUNCES NEW HEARING DATE

The Oversight and Investigations Subcommittee chaired by Rep. John E. Moss
(D-Cal) has scheduled a hearing on 7/28/78 concerning the status and
activities of the accounting profession's progress with its self-regulation
program. The witnesses will be representatives from the Public Oversight
Board (POB) of the SEC Section of the Division for CPA Firms, Donald L.
Neebes, Chairman of the SEC Section’s Peer Review Committee, and SEC
Chairman Harold M. Williams. The meeting will be held in Room 2322
of the Rayburn Building beginning at 10:00 a.m.
SPECIAL:

ACIR ANALYSIS OF CATEGORICAL GRANTS PUBLISHED

The Advisory Commission on Intergovernmental Relations has published an analysis
of categorical grant funding programs. The report, "Categorical Grants:
Their Role and Design", traces the history of such grants, their
applications, uses and misuses, and impact on state and local governments.
The report also contains ACIR's recommendations for improvements in the
administration of categorical grants, such as merging programs, more care
ful consideration of the types of grants to be awarded, more consideration
of grant formulas and matching provisions, and sunset legislation to
assure effective oversight and grant programs. One free copy of the study
may be obtained by writing to the Advisory Commission on Intergovernmental
Relations, Washington, D.C. 20575.
SPECIAL:

AICPA SPONSORS NATIONAL CONFERENCE ON S&L ASSOCIATIONS

The National Conference on Savings and Loan Associations, scheduled for
September 28-29, 1978, at the Hyatt Regency in Washington, D.C., offers
important benefits to AICPA members, senior financial officers of savings
and loan associations, and government officials who are concerned with
current problems and recent developments in this important sector of the
financial community. The two-day program will feature presentations and
panel discussions on various technical and professional problems and
developments in the savings and loan industry. Major attention will be
given to the newly revised AICPA Audit and Accounting Guide for Savings
and Loan Associations. Featured speakers will include the Honorable
Thomas J. McIntyre, member of the Senate Committee on Banking, Housing
and Urban Affairs, and A. Clarence Sampson, Acting Chief Accountant of
the Securities and Exchange Commission. Additional sessions will consider
Federal Home Loan Bank Board (FHLBB) accounting and audit guidelines;
differences between GAAP and regulations accounting;
SEC reporting
requirements and related matters; recent tax regulations and rulings;
EFTS/electronic banking; mortgage-backed bonds and participation
certificates; and a discussion of the future of the savings and loan
industry.
The registration fee for the conference is $195. This single fee
covers all sessions, conference materials, two luncheons, coffee breaks
and a reception. Hotel accommodations and other meals are not included.
Registration forms may be obtained from the AICPA Meetings Department,

-5-

1211 Avenue of the Americas, New York, N.Y. 10036, or the AICPA Federal
Government Division, 1620 I Street, N.W., Washington, D.C. 20006. Space
will be limited and early registration is strongly recommended.
SPECIAL:

PRESIDENTIAL COMMISSION ON PENSION POLICY ESTABLISHED

The President's Commission on Pension Policy has been established by President
Carter
(Executive Order 12071, see the 7/14/78 Fed. Reg., pp.30259-61).
The 11-member commission will examine pension systems around the country
in an effort to develop national policies for retirement, survivor, and
disability programs that can serve as a guide for public and private
programs. The President's Commission will focus on providing an overview
of all existing retirement, survivor, and disability programs, assess
the ability of existing systems in the Federal, state, local and private
sectors to meet future commitments and need, study the role of current
retirement, survivor, and disability programs in private capital formation
and economic growth, and propose specific reforms that are needed to meet
national policy goals on retirement, both now and in the future. White
House officials are new in the process of selecting commission members.

For additional information contact:
Steven Woolf or Susan Retter
202/872-8190
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